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Monthly Review of Business Conditions in the Seventh Federal Reserve District 


DISTRICT SUMMARY 


her generally high level of industrial output which pre- 
vailed in the closing months of 1939 was not maintained 
in January and February. Payrolls of all district manufac- 
turing groups decreased in January and, although produc- 
tion for that month in the two major district industries, steel 
and automobiles, was almost as high as in December, there 
has been a precipitous decline in district steel production 
over recent weeks, and automobile manufacturers curtailed 
operating schedules in February. Somewhat greater than 
seasonal recessions were reported in retail distribution. 
District farm prices dung little in January, but more 
recently livestock quotations have been weak. In January, 
marketings and slaughter of livestock continued unusually 
heavy but later fell off to some extent. 


Industry—After substantial rises in the latter half of 
1939, employment and payrolls at Seventh district manufac- 
turing industries declined from mid-December to mid-Janu- 
ary. There was a loss of 21% per cent in manufacturing 


employment and one of 41% per cent in volume of wage 
payments over the period. 


Through most of January, district steel mills operated 
at close to 90 per cent of capacity but, with a continuing 
downward trend in new orders, the steel operating rate in 
this area fell off abruptly in the last week of January and 
the first half of February, and in the latter part of February 
steel mills were operating at 6314 per cent of capacity. As 
many steel consumers apparently had covered near-term 
pee seg nage in the buying rush last fall, the rate of new 
orders in mid-February was less than half the rate of out- 
going shipments in the steel business. The price situation 
remained firm except in a few items. 


Steel and malleable castings orders diminished further in 
January, and those at malleable castings firms fell below a 
year ago. New business of stove and furnace manufacturers 
was up sharply. 

Automobile manufacturers held their production sched- 
ules in January close to the high December level but, as 
automobile dealers became more amply supplied, February 
production was steadily reduced. Retail automobile sales 


in the district continued in fairly good volume and stocks 
increased, 


Stimulated by the January furniture marts, new business 
at district manufacturers showed a sharp seasonal rise and 
was about 10 per cent heavier than last year. District paper 
mills in January recorded little change in output, but vol- 
ume of new orders increased somewhat. Petroleum refineries 
in this area slackened operations in January, while there was 
a substantial increase in bituminous coal production, reflect- 
ing chiefly unusually cold weather over part of the month. 


Building construction activity, as reflected by contracts 
awarded in January, declined considerably and for both 
residential and non-residential construction was well below 
year-earlier levels. 


Trade—tThere was a greater than seasonal decline in Sev- 
enth district department store sales in January, following a 
favorable Christmas volume, but daily average sales for 
January were 7 per cent higher than last year. Data from 


the larger stores for the three weeks ended February 17 
indicate an even more favorable comparison with last year. 
Department store stocks at the end of February were about 
4 per cent heavier than last year. Sales of shoes by dis- 
trict retail stores during January were 5 per cent greater 
than in the 1939 month; but there was a more than seasonal 
recession in retail furniture sales to a level only slightly 
above that of a year ago. District wholesale trade declined 
but remained in excess of year-earlier volumes in most lines. 


Agriculture—The general level of major district farm 
products prices showed little change in January, but in 
February livestock prices declined considerably. Hog quo- 
tations remained weak, and cattle prices decreased to under 
last summer’s lowest points. Reflecting continued heavy 
receipts of livestock, especially of hogs, January packing- 
house commodity production was at almost record levels 
and about one fourth heavier than last year. Preliminary 
data for February show seasonal declines. Prices of most 
meat products have been weak, and there was considerable 
accumulation of inventories, particularly of lard. 


Finance—From mid-January to mid-February, demand de- 
posits of Seventh district weekly reporting member banks 
declined, but time deposits rose somewhat. Investments of 
member banks also decreased slightly, reflecting smaller 
holdings of short-term Treasury securities. High-grade bond 
yields showed little change over the period. 


SEVENTH DISTRICT BUSINESS ACTIVITY 
JANUARY 1940 COMPARED WITH JANUARY 1939 
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Manufacturing 


Steel and Steel Products—The volume of new orders 
received at Chicago district steel mills has continued to 
diminish steadily, and in mid-February little immediate 
change in this trend was in prospect. Incoming business 
at that time was in less than half the volume of outgoing 
shipments. Furthermore, backlogs of orders have been 
so rapidly reduced by the relatively high level of opera- 
tions maintained through most of January, that prompt 
shipment has become possible on most all products. Pri- 
mary producers of steel, therefore, have curtailed their rate 
of operations rather sharply in recent weeks; by the latter 
part of February steel ingot output in the Chicago district 
had dropped to 6314 per cent of capacity from around 90 
per cent in late January. Expected inquiries for additional 
railroad equipment had not developed by the middle of 
February, nor had the usual tin-plate buying started in any 
considerable volume. With the exception of one major 
producer, the automobile industry had as yet placed little 
tonnage. Although agricultural implement and tractor plants 
continued busy, orders for steel from this source of demand 
had fallen off. Foreign buying remained light, other than 
for small tonnages from South America. 


PER CENT OF CAPACITY PER CENT OF CAPACITY 


CHICAGO OSTRICT 


oo RATE OF STEEL INGOT PRODUCTION 
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By weeks. Source: Iron Age. 


Incoming business of steel and malleable casting foundries 
of the Seventh district continued a downward trend in 
January, and orders for malleable castings fell below the 
volume of a year earlier for the first time since the fall of 
1938. Shipments of steel castings increased and those of 
malleable castings decreased further during January; both 
shipments and production remained substantially larger than 
a year ago. Output of steel as well as of malleable cast- 
ings greatly exceeded the volume of new orders received. 


STEEL AND MALLEABLE CASTINGS 
SEVENTH 


DISTRICT 
anuary 
Per Cent 
from 
Dec. Jan. 
Steel Castings: 1939 1939 
Orders booked (tone) —56.4 + 15.2 
Malleable Castings: 
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Automobiles—A comparatively well sustained retail de- 
mand caused manufacturers of automobiles to maintain 
production schedules in January at a level only slightly 
lower than that of December. The result was that January 
output of cars and trucks aggregated the highest on record 
for the month and substantially heavier than in the cor- 
responding 1939 month. Passenger automobiles manu- 
factured this January in the United States numbered 362,736, 
which volume was lower by 3 per cent than in the pre- 
ceding month, but exceeded that of the same period last 
year by 29 per cent and January 1929 output—the previous 
record January—by 4 per cent. Production of trucks, 
numbering 69,365 in January this year, declined 11 per 
cent from December and increased 14 per cent in the com- 
parison with the corresponding 1939 period; it was only 
slightly less than the record January production in 1937. 
As it became evident that dealers had been amply sup- 
plied with cars for the early spring trade, automobile plants 
began reducing schedules rather steadily, so that February 
output, it is estimated, will be moderately under that of 
January—a seasonal trend. However, production for the 
month should compare favorably with that of other years 
and be well above that of last conn 


Although retail sales of new automobiles in the Seventh 
district fell off close to 25 per cent during January, in 
accordance with seasonal trend, they exceeded those of the 
same month last year by approximately 40 per cent. Whole- 
sale distribution of new cars showed similar trends. Stocks 
in dealers’ hands at the end of January had expanded almost 
40 per cent over a month previous; however, they were 
about 20 per cent smaller in number than on January 31 
last year. Used-car sales showed only a slight decrease— 
4 per cent—in January from December and were 10 per 
cent heavier than in the corresponding 1939 month. Stocks 
of salable used cars recorded a moderate increase over the 
period. 


Furniture—tThe effect of the usual furniture marts held 
in January was reflected in orders booked during the month 
this year by Seventh district furniture manufacturers, new 
business expanding more than 60 per cent over that of the 
preceding month. The volume of such business exceeded 
that received last January by approximately 10 per cent. 
Furniture shipments in January continued a seasonally de- 
clining trend, with a volume 25 per cent smaller than in 
December but 40 per cent heavier than a year ago. Unfilled 
orders at the end of January recorded a better than 20 
per cent rise over a month previous and were almost half 
again as large as on January 31 last year. These end-of- 
month backlogs were about one fifth larger than the volume 
of orders received in January; last year, unfilled orders 
were less than January new business. There was a 6 point 
reduction in furniture manufacturing operations during 
January, but at 74 per cent of capacity they remained higher 
than a year earlier by 10 points. 


Building 

There was a substantial decline in January in construc- 
tion contracts awarded in the Seventh Federal Reserve dis- 
trict, and total awards were again considerably less than 
year-earlier levels. The decline from December was es- 
pecially marked in awards for buildings, residential and 
non-residential alike, which showed a combined loss of 35 
per cent. Heavy engineering projects, supported largely 
through the expenditure of Government funds, declined only 
8 per cent and were about 11 per cent lower than in January 
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1939. Residential building contracts were also considerably 
below those of a year ago, but still in larger volume than 
in any other January since 1930. One- and two-family 
dwellings accounted for about three fourths of such con- 
tracts this January, as compared with an average of 86 
per cent for the entire year 1939. Awards for buildings of 
a non-residential character were sharply lower than last 
year, chiefly reflecting the curtailment of public funds for 
this purpose. Building permit data for January from 100 
cities in the district likewise reflected a decline in con- 
struction activities. 


BUILDING CONTRACTS AWARDED 
SEVENTH FEDERAL RESERVE DISTRICT 


Total Residential 
Period Contracts Contracts 
Cc from December —34.5% —37.7% 
Change from January 1080. —32.5% —24.6% 


Data furnished by F. W. Dodge Corporation. 


The distribution of building materials continued to show 
further curtailment in January. Lumber sales at retail both 
in dollar and board-foot volume declined by a greater than 
customary amount, although wholesale lumber dealers ex- 
or eee only minor changes in their volume of business. 
Cement shipments fell off to about the usual extent; in 
January and February shipments are generally at the lowest 
level for the year, and in January were practically the same 
as in the same 1939 month. Brick deliveries declined 
sharply from the December output and in most sections of 
the district were about as large as at this time a year ago. 

According to the United States Bureau of Labor Statistics 
Wholesale Price Index, there was practically no change in 
the general level of building materials prices during the 
month of January. As compared with January 1939, how- 
ever, this year’s level was about 4 per cent higher, due 
mainly to advances in lumber and paint prices. Structural 
steel remained unchanged in this comparison, brick and tile 
were slightly lower, while cement and plumbing and heating 
equipment were higher by a fraction of one per cent. 


EMPLOYMENT AND EARNINGS—SEVENTH FEDERAL 
RESERVE DISTRICT 


Week of January 15,1940 | p change from. 
Industrial G Report- W ings | Earn 
Troup age ings age ‘i 
ing Earn- (000 Earn- ings 
Firms ers Omitted) ers 
No. No. S % % 
Goo’ 
Metals and Producte'....... 1,725 442,637 | 13,175 — 4.2 — 3.6 
405 13,043 + 0.5 — 4.2 
Stone , and Glass..... 264 16,157 383 — 9.9 —13.9 
We 444 45,291 950 — 4.3 —10.3 
ES are 2,838 888,530 | 27,551 — 2.3 — 4.3 
N 
Textiles and Products....... 386 50 1,194 — 1.8 — 5.1 
F and Products......... 997 100,514 2,660 — 6.2 — 6.6 
Chemical Products......... 292 33,806 998 —1.1 — 5.0 
her Products........... 172 26,827 566 — 3.1 — 5.8 
Rub ss 32 18,896 544 — 7.3 — 5.0 
Paper and Printing......... 712 79,181 2,298 — 0.2 — 3.4 
Suiiiateekernabacaness 2,591 322,674 8,260 — 3.2 — 5.2 
Total Mfg., 10 Groups........ 5,429 | 1,211,204 | 35,811 — 2.6 — 4.5 
Merchandising................ 5,241 134,858 3,005 —18.5 —16.0 
Public Utilities............... 1,057 93,619 3,150 — 0.3 — 0.2 
ERTS 42 8,490 261 + 2.2 +14.1 
767 8,538 256 —23.2 —26.9 
Total Non-Mfg., 4 Groups..... 7,107 245,505 6,672 —11.9 — 87 
Total, 14 Groups.............. 12,536 | 1,456,709 | 42,483 — 4.3 — 5.2 
‘Other than vehicles. 


Data furnished by State agencies of Illinois, Indiana, Michigan, and Wisconsin. 


Industrial Employment 


Throughout the Seventh district, industrial concerns 
recorded marked reductions in employment and payrolls dur- 
ing January, following the upward trend which prevailed 
in the latter half of 1939. January losses were heavier 
than those which generally occur, both in manufacturing 
and non-manufacturing aggregates. As is usual in January, 
wage payments declined more sharply than did employment 
in the manufacturing groups, while in the non-manufacturing 
classifications the number of workers decreased more than 
wage payments. At this season factories often maintain their 
forces on shorter time schedules; the decline in non-manu- 
facturing industries was brought about largely by the lay-off 
of temporary workers employed by merchandising concerns 
during the previous holiday season. The level of employment 
reached by the non-manufacturing industries this January 
was practically the same as in both 1939 and 1938, while the 
manufacturing industries continued at a level considerably 
higher in these comparisons. The aggregates for all report- 
ing groups this January showed gains of 11 per cent in 
employment and 19 per cent in payrolls over January of 
last year. 

In the current December-to-January decline in employ- 
ment and payrolls, the iron and steel industries lost most 
of the advance of the two preceding months. After the 
sharp December recovery, the vehicles group maintained its 
volume of employment but showed a slight reaction in wage 
payments. The non-durable goods group registered fully as 
heavy month-to-month losses as did the durable goods indus- 
tries; increases over the year-ago level in these groups were 
of moderate proportions, averaging about 4 per cent in 
employment and 7 per cent in payrolls. All the durable 
goods classifications—except the stone-clay-and-glass indus- 
tries—showed substantial increases in the year-to-year com- 
parisons, the aggregate gains amounting to 17 per cent in 
employment and 29 per cent in wage payments. 


PER CENT 


PER CENT 


MANUFACTURING EMPLOYMENT AND PAYROLLS — 
| | SEVENTH OISTRICT | 

110+——— —— a 
| 

1935 1936 1937 “7958 i939 


Index numbers adjusted to Census of Manufactures through 1937. 1923-1925 


average = 100. 
Merchandising 


Department Store Trade—Aggregate dollar sales of 
Seventh district department stores fell off more than sea- 
sonally in January but, due in part to the fact that there was 
one more trading day in the month this year, they were 11 
per cent larger than in January 1939. Daily average sales 
this January exceeded those of a year ago by 7 per cent. 
In the three-week period ended February 17, total sales of 
the larger department stores in this area showed a gain of 
approximately 12 per cent over the corresponding 1939 
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weeks. A great part of this increase was attributable to 
heavy gains in Chicago and Detroit trade; in Chicago 
weather conditions had been highly unfavorable in February 
last year. Department store inventories diminished 5 per 
cent between the close of 1939 and January 31. As compared 
with January 31 a year ago, stocks this year were about 4 
per cent heavier; turnover was very slightly greater than 
for January 1939. 


DEPARTMENT STORE TRADE IN JANUARY 1940 


hange Ratio of January 
Collections to 
Outetandia 
End of Decem 
Stocks End 

Net Sales of Month 1940 1939 
Chicago +13.9 + 2.7 51.2 48.4 
+11.1 — 0.0 47.9 45.7 
Indi: aR + 4.7 +19.8 41.1 40.9 
Milwaukee............. + 8.5 + 0.4 39.1 41.3 
Other Cities®........... + 5.0 + 3.6 39.5 36.7 
7th District............ +11.1 + 3.5 46.6 44.8 


*Include Fort Wayne and Peoria. 


Retail Shoes—aAlthough sales of shoes by dealers recorded 
a 2 per cent decline in uate’ from the 1939 month, those 
by department stores increased 11 per cent, with the result 
that aggregate sales of shoes at retail were 5 per cent heavier 

n a year ago. The usual sharp recession took place from 
the preceding month. Stocks of shoes increased 3 per cent 
on January 31 over a month previous and totaled 9 per cent 
heavier than at the close of January last year. 


Retail Furniture—A much greater than seasonal reces- 
sion was experienced by the retail furniture trade in January 
from a month previous, and the volume of such business 
showed a gain of only one per cent over the corresponding 
year-ago period. Although the dollar volume sold by dealers 
recorded the sharper drop from the preceding month, it 
increased 5 per cent over January 1939, whereas furniture 
and housefurnishings sales by department stores were just 
fractionally higher than a year earlier. Inventories totaled 
7 per cent less at the close of January than a month pre- 
vious and 2 per cent above those at the end of January 1939. 


SALES OF INDEPENDENT RETAIL STORES 
(As compiled by the Bureau of the Census) 


Per Cent Change | 1940 from 
January 193' 

Illinois Indiana Iowa Michigan Wisconsin 
+10.5 417.6 +01 +95 +12.5 
nines +84 +62 +11 +2.5 
Food Group....... +4.7 +08 +5.7 +14 +0.2 
‘urniture and Appliances + 2. 9.9 — 5.5 —0.1 7.3 
+18.5 +21 —13.0 425.5 +17.1 
lewelry +15.6 +13.9 +2.1 +22.7  +417.0 
samber and Building Materials..... +81 +44 +44 +60 +16.2 
Motor Vehicle Dealers.............. +30 +32.9 —69 +58.9 +56.5 


Wholesale Trade—The dollar volume of goods sold dur- 
ing January by the majority of Seventh district wholesale 
trade groups reporting to the Department of Commerce de- 
clined, as is usual, from that of the preceding month, so 
that aggregate sales were 10 per cent smaller in the com- 
parison. Exceptions to the declining trend were noted in 
the drug, grocery, and meat trades. Sales totaled 11 per 
cent heavier than in the corresponding 1939 month, with 
most lines sharing in the increase. Although stocks in the 
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aggregate recorded little change on January 3] from a month 
previous, they continued to exceed those of a year ago by 
8 per cent. 


WHOLESALE TRADE IN JANUARY 1940 


Per Cent Change from Same Month Last Year 
Commodity Accounts 

Net Sales Stocks |Outstanding} Collections 
Drugs and Sundries....... ne ee + 2.5 —1.9 
Electrical Goods............... +27.4 +29.6 +20.3 +25.0 
(cs eT + 7.6 + 5.0 — 0.3 + 5.2 
+23.3 +14.8 + 7.1 +16.0 
Meats and Meat Producte....... + 2.7 + 6.6 + 8.0 +10.7 
and Its + 7.7 + 9.3 + 0.7 +15.9 
To and Its Products + 9.9 +27.0 + 4.3 +12.0 
a eer +15.7 + 2.7 + 6.0 + 8.4 


Data furnished by Bureau of the Census, United States Department of Commerce 


Agriculture 


The following tabulation shows how livestock on farms 
has increased in number but shown little change in total 
value over the past year: 


LIVESTOCK ON'FARMS AS OF JANUARY 1 


(All figures in thousands) 
Number Total Farm Value 
1939 1940 1939 
Five States Including Seventh District: 
21,917 18,174 197,526 244,077 
Cows and Heifers, kept for milk*.. 6,561 6,474 427,634 409,867 
Other Cattle and Calves.......... 7,904 1353 272,432 235,044 
Lambs and Sheep................ 5,471 5,317 36,034 33 ,633 
and 2,623 2,714 229,900 267,817 
Mules and Mule Colts............. 234 241 23,091 25,694 
Usited 58,312 49,293 $ 552 
Cows and Heifers, kept for milk*.. 25,334 25,088 1,449,5 1,397,00 
Other Cattle and Calves.......... 43,435 41,701 1,340,617 1,171,250 
Lambs and Sheep................ 54,473 53,783 342,893 309,280 
Horses and Colts................. 10,616 10,815 822,019 912,148 
Mules and Mule Colts............. 4,321 4,384 494, 15,71 
*Two years old and over. 


Grain Marketing—During January the wheat market 
showed a generally declining tendency, following the marked 
price increase in early December. The downward trend in 
wheat prices was temporarily reversed in the third week of 
January, as European military and political activity became 
more disturbing, but toward the end of the month there was 
heavy liquidation of the grain and further price declines. 
It was generally judged too early to appraise the effects 
of the severe cold waves on the growing crop. The Winni- 
peg and Buenos Aires wheat markets were likewise generally 
weak, reflecting a continued bearish world statistical posi- 
tion in the grain. In the first three weeks of February, domes- 
tic wheat prices advanced considerably. There have been 
only scattered export sales, mostly to the Orient, as the 
Government has withdrawn its export subsidy on all but 
Pacific Coast shipments. Following the Government an- 
nouncement that, for Kansas at least, there was no pres- 
ent intention of extending wheat loans beyond April 30, 
there was considerable question among the trade as to 
the probable disposition of the loan market. Marketings of 
the grain continued low. 


Influenced considerably by the action in the wheat mar- 
kets, corn futures prices declined somewhat in January but 
recovered partly in the first half of February. The cash basis 
held relatively firm as marketings continued restricted. In 
January there were heavy export sales of corn, but later 
foreign sales in this grain were lower, reflecting higher 
freight rates and a scarcity of vessel room. Crop conditions 
in the Argentine have been unusually favorable, and corn 
prices in Buenos Aires showed pronounced weakness. 


PRICES OF AGRICULTURAL COMMODITIES AT CHICAGO 


COLLARS PER 100 POUNDS 
s 


CENTS PER BUSHEL 
| 


1933 is40 


By weeks, 1937 through February 17, 1940. 


Livestock and Meat Packing—Receipts of livestock at 
public stockyards in the United States showed a greater 
than seasonal increase during January. Marketings of hogs 
continued unusually heavy; both receipts and slaughter of 
hogs were the highest for any month since January 1934. 
Cattle prices changed little in January but declined slightly 
in the first half of February, while hog prices exhibited 
considerable weakness through mid-February. Further de- 
clines were indicated in the hog-corn price ratio. 

Production of packing-house commodities in the United 
States was in close to record volume during January, being 
only slightly lower than the highest month on record, 
December 1924. Under the adverse influence of the con- 
tinued exceptional volume of hog slaughter, prices of most 
animal products weakened further in the period. However, 
quotations for hams, veal, lamb, and a few beef cuts firmed 
somewhat. Although the total tonnage of packing-house 
products sold was also close to record levels, there was 
a much greater than seasonal accumulation of inventories 
over January. More than 10 per cent of current production 
moved into storage during the month, and stocks of lard 
became rather excessive. Employment at meat-packing plants 
showed further gains and at the end of January employ- 
ment, wage payments, and hours worked were about 16 per 
cent greater than last year at the time. Preliminary figures 
for February show a decline from the heavy January pro- 
duction, but the February tonnage should remain substan- 
tially heavier than last year’s volume. 


MEAT PACKING—UNITED STATES 
Per Cent Change in January 1940 from 
an. 


J 
Jan. 1930-39 
1939 1939 Avg. 


Export shipments of packing-house commodities increased 
in January, owing in large part to allotments of additional 
space on steamers. The bulk of export forwardings con- 
tinued to the United Kingdom, where demand was good for 
lard, hams, and side meats. Trade with European neutrals 
remained relatively light and that with Latin America on a 
conservative basis, although an improved demand for lard 
was noted from some countries. The licensing system, which 
was inaugurated in the United Kingdom as of January 20, 
has prevented, temporarily at least, the shipment of some 
packing-house commodities which are on order in the 
United States. Realized prices for packing-house products 
in foreign markets compared favorably with prices in 
Chicago during January. 


LIVESTOCK SLAUGHTER 
(In thousands) 


Cattle Hogs Sheep Calves 
Yards in Seventh District: 
208 991 285 76 
Federally Inspected Slaughter, 
Uni States: 
827 5,356 1,598 416 
Es 773 5,236 1,389 381 
761 4,043 1,456 415 
er hundred pounds at Chicago 
Week Ended Months of 
Feb. 17, Jan. Dec. Jan. 
1940 1940 1939 1 
Native Beef Steers (average)................. $8.95 $9.55 $9.80 $10.45 
Fat Cows and Heifers........................ 7.50 7.80 8.00 7.95 


Dairy Products and Poultry—NMilk production in Janu- 
ary was adversely affected by the abnormally cold weather 
and increased somewhat less than usually for the month. 
However, in most of the Seventh district area, milk flow 
continued heavier than last year. The manufacture of 
creamery butter by Seventh district firms as well as in the 
United States as a whole showed greater than seasonal ad- 
vances during January and totaled for the month prac- 
tically the same as in January 1939. Butter sales were in 
good volume, those of Seventh district firms being about 
12 per cent heavier than last year. In late January creamery 
butter prices strengthened considerably, quotations for 92 
score butter closing the month at 32 cents, the highest level 
in almost two years. Later, with somewhat increased pro- 
duction and heavier receipts, prices declined irregularly 
through the first three weeks of February. 

Production of American cheese in Wisconsin showed a 
gain of 9 per cent over last year; there was a sharp in- 
crease in sales of cheese, distribution of the commodity 
from Wisconsin primary points totaling 17 per cent heavier 
than a year ago. Cheese inventories showed a full seasonal 
reduction, and prices were firm through mid-February. Later 
prices declined as production increased further. 

Considerable interest has been aroused in the growth of 
turkey raising as a business in recent years. Turkey raising 
has been increasing in the United States since about 1920, 
but in some States gains have been spectacular in the last 
decade. Production of turkeys in Iowa in 1939 represented 
a 16-fold increase over the number raised in 1929, putting 
the State in fourth place among the leading turkey-pro- 
ducing States. Iowa’s 1939 production has been estimated 
at about 1,800,000 birds, an expansion of 30 per cent 
over the 1938 crop, while the entire United States, with 
about 31,950,000 turkeys raised, had an increase of 22 per 
cent. Despite lower prices, there was a considerable carry- 
over of cold-storage turkeys after Thanksgiving and Christ- 
mas, bringing stocks in the entire country to the record level 
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of 65,000,000 pounds by February 1. These supplies were 
the equivalent of more than 10 per cent of the 1939 
production. 

With record production followed by record hold-over 
stocks, the price situation has been one of weakness. In 
January the average price received by farmers for turkeys 
was down to 14.2 cents per pound, a reduction of over 4 
cents from a year earlier. Since most turkeys are raised by 
large commercial producers, 1940 production is expected 
to be somewhat curtailed. 


MONTHLY BUSINESS INDEXES 


Data refer to Seventh district and are not 


adjusted for seasonal variation unless other-| Jan. | Dec. | Nov.| Jan. | Dec. | Nov. 
wise indi 1940 | 1939 | 1939 | 1939 | 1938 | 1938 
1923-1925 average = 100 
Industries: 
93 95 91 82 83 81 
97 | 102 94 79 83 80 
n Production: 
136 | 187 | 139 75 80 83 
Automobile Production—(U. 8.): 
Casting Foundries Shipments 
ES Re 98 93 85 38 33 34 
Malleable—In Dollars.................... 73 74 79 47 43 44 
RE 92 93 | 101 60 55 58 
Stoves and Furnaces: 
SR 131 142 | 210 70 129 168 
re Manufacturing: 
78 80 49 62 
Shipments in Dollars..................... 62 81 45 63 64 
uilding Contracts Awarded 
31 49 67 41 55 59 
54 67 53 | 101 84 
Meat Packing—(U. 8.) 
1 119 | 109 | 101 | 104 99 
Sales 99 91 88 93 
88 86 86 85 
artment Store Net Sales: 

73 | 156 92 66 | 148 
80 | 183 | 113 | 74 | 181 | 111 
—— EOS ee 89 | 197 | 120 85 | 182 | 112 
78 | 165 | 99 | 74 | 160 | 99 
Other 66 | 158 | 96 | 64 | 148 | 92 
Seventh District—U; 75 | 164 99 69 | 157 

eee 98 98 90 86 94 88 


Credit and Finance 


Member Bank Reserves and Related Items—Along 
with the rising volume of bank deposits in recent years has 
gone a corresponding increase in the reserve balances which 
member banks hold at the Federal Reserve Bank of Chicago. 
In the Seventh Federal Reserve district during the past three 
years a gain of about one billion dollars in deposits of all 
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district member banks has been accompanied by a rise of 
over one-half billion in member bank reserve balances. 

The accompanying chart shows cumulative changes by 
weeks in the volume of these reserve balances, together with 
the two most influential factors which effect changes in 
reserves. It may be seen that continuing gains from other 
districts in commercial and financial funds, partially offset 
by operations of the United States Treasury, have been 
almost entirely responsible for the rising level of member 
bank reserves. Of the other factors which affect reserves— 
changes in the volume of currency circulation, changes in 
reserve bank credit extended locally, and shifting of funds 
from reserve balances to other credit categories—only the 
first factor has been of any notable importance. During 
the three-year period, currency circulation in the Seventh 
Federal Reserve district rose by about 200 million dollars, 
which tended to reduce reserves by that amount. The total 
net gains, nearly 2 billion dollars, through interdistrict com- 
mercial and financial transactions over the three-year period, 
were, therefore, offset to this amount by an increase in 
currency circulation, and by more than one billion dollars 
in the excess of Treasury receipts over disbursements in the 
Seventh Federal Reserve district. 


MILLIONS OF OOLLARS 


MILLIONS OF DOLLARS 
+400 


CHANGES IN SEVENTH DISTRICT CURRENCY CIRCULATION __|,... 
CUMULATIVE SINCE JANUARY | 1936 | | 
| | 
1940 
+250 - - +250 
+200 - +200 
1938 
+150 
+100}— ———4+100 
+50 
-s0 


JAN. FEB MAR. APR. MAY JUNE JULY AUG. SEPT. ocr. NOV. OEC 


By weeks, January 1, 1936, through February 14, 1940. 


Interdistrict transfers of funds arise from the several 
operations which affect settlements between districts and 
reflect various types of economic activity, chief among which 
are payments between districts for commodities and serv- 
ices, purchase and sale of securities, and shifts of funds by 
depositors, particularly correspondent banks, from one dis- 
trict to another. The adjoining map indicates the Chicago 
district’s net loss to or gain from each of the other Federal 
Reserve districts for the three-year period, 1937-39. It will 
be noted that gains and losses to districts other than New York 
are approximately in balance, while the inflow of funds from 
the latter district for the three years is of roughly the same 
size as is the net gain for the Seventh district as a whole. Gold 
imports, the factor primarily responsible for higher member 
bank reserves over recent years, exert their effect on Seventh 
district reserves through transfers of funds from New York. 
Nearly all gold imports arrive in New York from abroad. 
These imports have resulted from the commercial payments 
covering a “favorable” balance in international trade and 
services and the flow of capital into this country due to un- 
certainties abroad. Roughly to the extent that the nation’s 
trade balance over the past few years has been due to 
operations of Seventh district businesses, funds would tend 


to flow from New York to local manufacturers. Some of 
the migratory capital sent to the United States would tend 
to filter throughout the country; purchases on the New 
York Stock Exchange by foreign interests would necessitate 
a flow of funds from New York to Chicago in cases where 
the seller is a Seventh district resident. A substantial pro- 
portion of the district’s gain in commercial funds from 
New York has accrued to Detroit banks, and probably 
reflects sales of automobiles, both domestic and foreign, 
from the Detroit area. On balance the Detroit area loses 
funds to the Cleveland and Philadelphia districts, as well 
as to the territory served by the head office of the Chicago 
Reserve bank. 


COMMERCIAL AND FINANCIAL OPERATIONS 


SEVENTH OISTRICT 


1937-1839 


from or to each other Federal Reserve district for the 


Net Seventh district gains (+) or losses (—) of commercial and financial funds 
iod December 30, 1936, 
December 27, 1939. Figures are in millions of do! ‘ 


Transactions with sections of the country other than New 
York are predominantly of a commercial nature, as the 
major portion of financial transactions is through New York. 
Whether these are gains or losses depends on what goods 
and services the particular section of the country has to buy 
and sell in relation to Seventh district output and demand. 


The effect on reserves of commercial and financial inter- 
district transfers is partly counteracted by operations of 
the United States Treasury in this area. Tax collections, sales 
of Treasury securities, and the like cause a shift of funds 
from member bank reserves to the Treasury’s account at 
the Federal Reserve bank. When these funds are disbursed 
for routine Treasury expenditures, interest payments and 
redemptions of maturing securities, the funds return to the 
member bank reserve classification. Over the past three years, 
Treasury receipts have exceeded local disbursements in the 
Seventh district by substantially more than a billion dollars. 

The accompanying chart illustrates how the inflow of 
funds from other districts, generally exceeding net Treasury 
receipts, has resulted in a fairly regular rise in member 
bank reserves. At times, an inflow of funds will occur coin- 
cident with large Treasury disbursements, as is the case 
following April 1, the Illinois personal property tax date. 
Then funds are returning to Chicago and at the same time 
the Treasury is redeeming maturing Treasury securities 
which have been held past April 1. Prior to this date, the 
opposite transactions tend to occur. 


Selected Seventh District Banking Data 


FEDERAL RESERVE BANK OF CHICAGO, SELECTED ITEMS 
OF CONDITION 


(Amounts in thousands) 
Feb. 14, Jan.17, Feb. 15, 
1 1939 
Total bills and securities........................ $268,038 $+49 $—13,318 
689 +51 +656 
U. 8. oo securities direct and 
Total Government securities.............. 267, 0 —13,780 
Member bank reserve deposits.................. 1,473,767 +12,474 217 
191,476 +6,488  —102,792 
Federal Reserve notes in circulation............. 1,067,661 +920 +84,143 
Ratio of total reserves to it and 
Federal Reserve note ity combined. ..... 91.4% —0.6* +1.8* 
*Number of Points. 
CONDITION OF REPORTING BANES 
SEVENTH DISTRICT 
(Amounts in millions) ae 
. Feb. 14, Jan. 17, Feb. 15, 
A8sETS 1940 1 1939 
Loans and investmente—total................... $3,402 $—13 $+200 
Commercial, industrial, and agricultural loans... 529 --1 +46 
38 +2 +8 
Loans to brokers and dealers in securities........ 41 +1 +3 
Other loans for purchasing or carrying securities. . 73 --1 —5 
0 
. 8. SPS 1,073 +35 +140 
Obligations fully guaranteed by U. S. Government 284 24 +38 
497 +5 +31 


*The annual velocity of demand its (unadjusted) in the four weeks ended 
Feb 14 was 19.23 times, as com with 24.23 times in the preceding five weeks 
and with 19.12 times in the corresponding period of 1939. 


BANE DEBITS, SEVENTH DISTRICT 


(Amounts in millions) 
Per Cent of Increase 
or from 
Jan Dee. Jan. 
1940 1939 1939 
1,047 — 4.2 +19.2 
34 —11.3 +13.1 
Grand 63 —1.4 +25.6 
Indi 236 — 6.2 +12.8 
43 — 7.6 +23.1 
524 — 8.1 +12.9 
> 
TRANSIT OPERATIONS OF THE FEDERAL RESERVE BANK 
OF CHICAGO'AND DETROIT BRANCH 
(Exclusive of Treasury checks and of non-transit items drawn on own bank) 
January 1940 January 1939 
Total country and city check ings: 
a ings: 
Items drawn on Chicago— 
79,878 75,925 
Items drawn on Detroit— 
19,783 19,217 
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National Summary of Business Conditions 
(By the Board of Governors of the Federal Reserve System) 


INDUSTRIAL PRODUCTION 


PER CENT _ 
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1934 1535 1936 1937 1838 1939 1940 


Index of physical volume of production, adjusted for 
variation, 1923-1925 average = 100. By months, 
January 1934 to January 1940. 
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1934 1835 1936 1937 1938 1939 1940 
Index of number employed, adjusted for seasonal varia- 


tion, 1923-1925 average = 100. By months, January 1934 to 
January 1940. ! 


POINTS IN TOTAL INDEX 
100 


20 20 


1934 135 1936 1937 1938 189 1940 


Index of total loadings of revenue freight, adjusted for 
seasonal variation, 1923-1925 average = 100. Miscellaneous 
coal, and all other expressed in terms of points in the total 
index. By months, January 1934 to January 1940. 


MEMBER BANKS IN 101 LEADING CITIES 
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N JANUARY and the first half of February industrial activity declined from 

the high level reached in the latter part of 1939. Retail trade, which had been 
in large = decreased more than seasonally, while merchandise exports were 
maintain 


Production—Volume of industrial production declined somewhat from December 
to January, and consequently the Board’s index, which allows for a considerable 
seasonal increase, dropped sharply from the high level of 128 reached in December 
to 120 in January. Data available for the first half of February indicate a further 
sharp reduction in the index. 


Steel ingot production, which had been above 90 per cent of capacity during 
most of the fourth quarter of 1939, has declined steadily since the turn of the 
year and by the middle of February was at about 69 per cent of capacity. Plate 
glass production, which also had reached high levels in the latter part of 1939, 
was reduced in January and lumber production showed a considerable decrease 
owing in part to unusually cold weather in the southern regions. Automobile 
production in January was larger than is usual at this season. In the latter part 
of the month, however, and in the first half of February, as retail sales of new 
cars declined seasonally and dealers’ stocks, which had been lower than usual 
at the beginning of the year, rose rapidly, the output of cars declined. In the 
machinery industries activity was generally sustained at the advanced levels 
reached in December. 


Output of cotton textiles in January continued at about the high rate of other 
recent months but production of woolen textiles declined further from the peak 
levels of October and November, and output of silk products remained in small 
volume. Activity at meat-packing establishments was maintained in January at 
the high level prevailing for several months. Coal production rose sharply, follow- 
ing a marked reduction in December, and was at about the high level reached 
last October. Output of crude petroleum continued in large volume. 


Value of contracts awarded for both public and private construction declined 
considerably in January, according to reports of the F. W. Dodge Corporation. 
Awards for private residential building showed a greater than seasonal reduction 
and were lower than the level prevailing a year ago. Contracts for other private 
work declined somewhat but remained in larger volume than in the corresponding 
period last year. 


Employment—Factory employment and payrolls, which had risen sharply durin 
the latter half of 1939, declined by somewhat more than the usual season 

amount from the middle of December to the middle of January, according to 
reports from leading industrial States. 


Distribution—Sales at department stores, variety stores, and mail-order houses 
in January declined more than seasonally from the high level of December. 
Total freight-car loadings showed a seasonal decline; shipments of miscellaneous 
freight and grain decreased, while coal loadings increased considerably. 


Foreign Trade—Exports of United States merchandise, which usually decline in 
January, were maintained this year at the high level reached in December. Shi 
ments of cotton, which have been large in recent months, rose further, while 
exports of many industrial products declined. Exports to the United Kingdom 
increased sharply, owing mainly to larger cotton shipments. 


Reflecting principally acquisitions of foreign gold, the country’s monetary 
gold stock increased by $287,000,000 during January and by $132,000,000 in the 
first two weeks of February. 


Commodity Prices—Prices of copper, lead, and silk showed marked declines 
from the middle of January to the middle of February and there were smaller 
decreases in prices of some other basic industrial materials, such as steel scrap, 
wool, and textile yarns. Prices of foodstuffs, on the other hand, showed little 
change in this period. 


Government Security Market—Prices of United States Government securities 
declined slightly during the latter half of January from the recovery peak reached 
—_ in the month but regained part of these losses during the first half of 
ebruary. 


Bank Credit—Total loans and investments at reporting members banks in 101 
leading cities rose during the five weeks ending February 7 as a result of 
increases in holdings of Government securities at New York City banks. Loans to 
security brokers and dealers and commercial loans declined. Demand deposits 
continued to increase during the period. 
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